	Topic Overview

	Topic
	BAFS (Elective Part) 

Cost Accounting – Absorption and Marginal Costing

	Level
	S6

	Duration
	5 lessons (40 minutes per lesson)


Learning Objectives:

1. Prepare income statements under absorption costing and marginal costing.

2. Compare the advantages and disadvantages of adopting absorption costing and marginal costing.
	Overview of Contents:

	Lesson 1

	Compute the predetermined production overhead absorption rate and apply the rate to the products under absorption costing.

	Lesson 2
	Discuss the nature of absorption costing and prepare an income statement under absorption costing.

	Lesson 3
	Discuss the nature of marginal costing and prepare an income statement under marginal costing.

	Lesson 4
	Explain the differences between absorption costing and marginal costing.

	Lesson 5
	Compare the advantages and disadvantages between absorption costing and marginal costing.


Resources:

· Topic Overview and Teaching Plan

· PowerPoint Presentation

Suggested Activities:

· In-class discussion / exercise
· Classwork 

· Homework
· Quiz
	Lesson 1

	Theme
	Compute the predetermined production overhead absorption rate and apply the rate to the products under absorption costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. understand the way to ascertain the net income for a manufacturing company;

2. compute the predetermined overhead absorption rate under absorption costing;
3. allocate production overheads to the products using a predetermined overhead rate; and
4. compute under-absorbed or over-absorbed production overheads and charge the balance to cost of goods sold.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time Allocation

	Part I: Introduction

	· Teacher explains the meanings and importance of product costs and period costs in arriving the net income of a manufacturing company.
	PPT #2 – 5

	4 minutes

	Part II: Content

	· Teacher explains why a company needs to determine the predetermined overhead absorption rate in measuring product costs.

· Teacher explains how to compute the predetermined overhead absorption rate and use the rate to allocate overheads to the products.
	PPT #6 – 8
PPT #9 – 14

	15 minutes



	· Teacher explains how to reconcile the difference between actual production overheads and the absorbed production overheads as well as the treatment for under-absorbed or over-absorbed overheads.
	PPT #15 – 18

	12 minutes



	· Activity 1: Classwork 

· Teacher asks students to calculate the predetermined production overhead absorption rate and the under- or over-absorbed overheads.

· Teacher goes through the answers.
	PPT #19 

PPT #20
	5 minutes

2 minutes

	Part III: Conclusion

	· Teacher concludes the lesson by reviewing the key points covered.
	PPT #21
	2 minutes


	Lesson 2

	Theme
	Discuss the nature of absorption costing and prepare an income statement under absorption costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. understand the features of absorption costing; and

2. prepare an income statement under absorption costing.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time Allocation

	Part I: Introduction

	· Teacher recaps that there are two methods to compute net income.
	PPT #2

	2 minutes

	Part II: Content

	· Teacher explains some features and the cost flow of absorption costing.
· Teacher explains the format of income statement under absorption costing.
· Teacher illustrates how to prepare an income statement under absorption costing.
	PPT #3 – 4
PPT #5 – 6
PPT #7 – 12
	3 minutes
3 minutes

12 minutes

	· Activity 1: Classwork
· Teacher asks students to calculate the product costs and prepare an income statement under absorption costing.
· Teacher goes through the answers.
	PPT #13 - 14
PPT #15 – 18
	12 minutes

6 minutes

	Part III: Conclusion

	· Teacher concludes the lesson by reviewing the key points covered.
	PPT #19
	2 minutes


	Lesson 3

	Theme
	Discuss the nature of marginal costing and prepare an income statement under marginal costing

	Duration
	40 minutes


Expected Learning Outcomes:
Upon completion of this lesson, students will be able to:

1. understand the features of marginal costing; and

2. prepare an income statement under marginal costing.

Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time Allocation

	Part I: Introduction

	· Teacher recaps the two costing methods and states the focus of this lesson is on marginal costing.
	PPT #2
	1 minute

	Part II: Content

	· Teacher explains some features and the cost flow of marginal costing.
· Teacher explains the format of income statement under marginal costing and introduces the concept of contribution margin.

· Teacher illustrates how to prepare an income statement under marginal costing.
	PPT #3 – 5
PPT #6 – 8
PPT #9 – 14
	5 minutes

5 minutes

7 minutes

	· Teacher demonstrates how to calculate the value of ending inventory using weighted average cost method with an illustration.
	PPT #15 - 17
	5 minutes

	· Activity 1: Classwork

· Teacher asks students to calculate product costs and prepare an income statement under marginal costing.

· Teacher goes through the answers.
	PPT #18 - 19
PPT #20 - 22
	10 minutes

5 minutes

	Part III: Conclusion

	· Teacher concludes the lesson by reviewing the key points covered.
	PPT #23
	2 minutes


	Lesson 4

	Theme
	Explain the differences between absorption costing and marginal costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. explain why absorption costing differs from marginal costing; and
2. recognise the relationship between production level, sales level and net income under absorption costing and marginal costing. 

Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time Allocation

	Part I: Introduction

	· Teacher pinpoints the differences between absorption costing and marginal costing.
	PPT #3
	2 minutes

	Part II: Content

	· Teacher explains in detail the differences between absorption costing and marginal costing.
· Teacher compares the differences between the two costing methods with the same illustration in Lesson 2.
	PPT #4 – 5
PPT #6 – 8

	5 minutes

6 minutes



	· Activity 1: Classwork

· Teacher asks students to work out the answers for the classwork.
· Teacher goes through the answers.
	PPT #9 – 10
PPT #11 – 15
	15 minutes

5 minutes

	· Teacher discusses and summarises the relationship between production level, sales level and net income under absorption costing and marginal costing.
	PPT #16 – 19

 
	5 minutes

	Part III: Conclusion

	· Teacher concludes the lesson by reviewing the key points covered.
	PPT #20
	2 minutes


	Lesson 5

	Theme
	Compare the advantages and disadvantages between absorption costing and marginal costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. state the implications on profitability between absorption costing and marginal costing; and

2. compare the advantages and disadvantages of absorption costing and marginal costing.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time Allocation

	Part I: Introduction

	· Teacher starts the lesson by asking students the implications on profitability between absorption costing and marginal costing. 
	PPT #2 – 3

	2 minutes

	Part II: Content

	· Teacher explains the implications on profitability between absorption costing and marginal costing.
· Teacher uses a case study to explain the advantages and disadvantages of absorption costing.

· Teacher uses the same case study to explain the advantages and disadvantages of marginal costing.
	PPT #4
PPT #5 – 11
PPT #12 – 16

	4 minutes

10 minutes

10 minutes


	· Activity 1: Classwork
· Teacher asks students for arguments in making cost-decisions.

· Teacher provides answers.
	PPT #17 – 18
PPT #19 – 20
	7 minutes

4 minutes

	Part III: Conclusion

	· Teacher summarises and concludes this topic.
	PPT #21 – 23
	3 minutes


